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CIMA Hong Kong

Response to the Discussion Paper
Preliminary Views on

Financial Statement Presentation

1 Would the objectives of financial statement presm®tation
proposed in paragraphs 2.5-2.13 improve the usefubss of the
information provided in an entity’s financial statements and
help users make better decisions in their capacityas capital
providers? Why or why not? Should the boards considr any
other objectives of financial statement presentatin in addition
to orinstead of the objectives proposed in this dicussion paper?
If so, please describe and explain.

We concur that the objectives of financial statemenesentation
including cohesiveness objective, disaggregationealbive and
liquidity and financial flexibility objectives wodlimprove the
usefulness of the information provided in an entstyinancial
statements and help users make better decision mreas capital
providers or for other relevant purposes.

Our rationale for this comment is based on the cept of
consistency and standardization. Today, transacsar events
recognised in financial statements are presentetfaliently
each of the statements. This makes it difficult tisrers to
understand how the information in one statementatek to
information in the other statements.

No other objectives need to be considered in thespect for the
reason expounded above.

2 Would the separation of business activities fronfinancing
activities provide information that is more decisim-useful than
that provided in the financial statement formats u®d today (see
paragraph 2.19)? Why or why not?

We consider the separation of business activitiesnf financing
activities provided information that is more relevtaand useful
those provided in the financial statement formatsed today.

We argue that financing activities undertaken by@rporation
would more likely to be centralized within the renoif corporate
finance department. Business units with their méocus on the
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economic activities of the corporation are notidved in financial
activities. To combine these activities would tetmdbe misleading.

3 Should equity be presented as a section separafeom the
financing section or should it be included as a ca&tgory in the
financing section (see paragraphs 2.19(b), 2.36 an2.52-2.55)?
Why or why not?

We consider that entity should be presented as pasate section
from financing section in the interest of greateahsparency and in
order not to compromise the integrity of the infaatnon relating to
financial activities.

4 In the proposed presentation model, an entity wold present its
discontinued operations in a separate section (sgearagraphs
2.20, 2.37 and 2.71-2.73). Does this presentatiomowide
decision-useful information? Instead of presentingthis
information in a separate section, should an entityresent
information about its discontinued operations in the relevant
categories (operating, investing, financing assetand financing
liabilities)? Why or why not?

We concur that an entity should present its disdanted operations
in a separate section to differentiate from the mal business
operations. No doubt users of financial statemewtsuld find this
separation of discontinued from continued operatsomelp to
provide decision-useful information to assess theufe potential of
the company.

We consider that an entity need not present infotima about its
discontinued operations in the relevant categori@sthe costs of
doing so may outweigh its benefits.

5 The proposed presentation model relies on a managnent
approach to classification of assets and liabilitie and the
related changes in those items in the sections andhtegories in
order to reflect the way an item is used within theentity or its
reportable segment (see paragraphs 2.27, 2.34 and3®-2.41).

(a) Would a management approach provide the most weful view
of an entity to users of its financial statements?

We consider that management approach would not ssaeily
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provide the most useful view of an entity to usefsfinancial
statements. Rather such classification should banstardized to
facilitate comparison between companies within deme industry.

Management approach may lead to aggregated chads whe result
that assets and liabilities are classified diffetéyn within the same
industry to no avail. This would likely reduce coarpbility of
financial statements.

(b) Would the potential for reduced comparability of financial
statements resulting from a management approach to
classification outweigh the benefits of that approah? Why or
why not?

No as explained above.

6 Paragraph 2.27 proposes that both assets and lialties should
be presented in the business section and in the famcing section
of the statement of financial position. Would thischange in
presentation coupled with the separation of businesand
financing activities in the statements of comprehesive income
and cash flows make it easier for users to calculatsome key
financial ratios for an entity’'s business activities or its
financing activities? Why or why not?

Yes. This would ensure that the information is wealiigned and
consistent across the financial statements.

7 Paragraphs 2.27, 2.76 and 2.77 discuss classiftcan of assets
and liabilities by entities that have more than onereportable
segment for segment reporting purposes. Should thesentities
classify assets and liabilities (and related changg at the
reportable segment level as proposed instead of dhe entity
level? Please explain.

We consider that classification of assets and lilathes by entities
that have more than one reportable segment showdmnade at the
reportable segment level and not at the entity lleweo apparent
useful purpose is served to provide such detailetbrmation at the
entity level. Furthermore the costs would outweigle benefits.

8 The proposed presentation model introduces sectns and
categories in the statements of financial positioncomprehensive
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income and cash flows. As discussed in paragraph 21(c), the
boards will need to consider making consequentialmendments
to existing segment disclosure requirements as a selt of the
proposed classification scheme. For example, the bhods may
need to clarify which assets should be disclosed ljegment: only
total assets as required today or assets for eaclestion or
category within a section. What, if any, changes irsegment
disclosures should the boards consider to make segnt
information more useful in light of the proposed presentation
model? Please explain.

We consider that the current reporting model thatdls with
reportable segment is adequate. Further breakdowraynnot
necessarily provide more decision-useful informatio

9 Are the business section and the operating and westing
categories within that section defined appropriatey (see
paragraphs 2.31-2.33 and 2.63-2.67)? Why or why n®t

As long as the core and non-core business actisitage reported

separately, users of the financial statements wobédable to gain
a better understanding of the business and its fatpotential. They
would be in a better and informed position to predthe future cash
flow of the business.

10 Are the financing section and the financing as4e and
financing liabilities categories within that sectian defined
appropriately (see paragraphs 2.34 and 2.56-2.62)3hould the
financing section be restricted tofinancial assetsand financial
liabilities as defined in IFRSs and US GAAP as proposed? Why or
why not?

We do not see a problem at this point of the cléixsition of the
assets and liabilities as defined in the discussipaper.

11 Paragraph 3.2 proposes that an entity should preent a
classified statement of financial position (short-érm and
long-term subcategories for assets and liabilitiesgxcept when a
presentation of assets and liabilities in order ofiiquidity
provides information that is more relevant.

(a) What types of entities would you expect not tgpresent a



classified statement of financial position? Why?

We cannot think of any exception to this generalimg. However,
we consider that non-profit making organizationsosthd be dealt
with separately as they are incorporated for diféant purposes.

(b) Should there be more guidance for distinguishig which
entities should present a statement of financial pition in order
of liquidity? If so, what additional guidance is needed?

No additional guidelines are needed at this stagetities that may
fall within this category to prepare financial pason in order to
liquidity should be asked to justify their decisibar doing so. Such
justifications should be explained in their accoung policies.

12 Paragraph 3.14 proposes that cash equivalents shld be
presented and classified in a manner similar to otar short-term
investments, not as part of cash. Do you agree? Whor why not?

We consider that cash should be shown separatelg aash
equivalent should not be included as part of cashthe information
is decision-useful and there is no additional cassociated with
this presentation requirement.

13 Paragraph 3.19 proposes that an entity should mgrsent its
similar assets and liabilities that are measured ordifferent
bases on separate lines in the statement of finanali position.
Would this disaggregation provide information thatis more
decision-useful than a presentation that permits Ine items to
include similar assets and liabilities measured odifferent bases?
Why or why not?

We consider that further disaggregation of suchamhation due to
the different bases underlying the valuation of thesets and
liabilities would make the financial statements wiyg lengthy and
to a certain extent cumbersome. It is suggestedlitsclose the
information if applicable in the form of notes tbad financial
statements.

14 Should an entity present comprehensive income ahnits
components in a single statement of comprehensiveagome as
proposed (see paragraphs 3.24-3.33)? Why or why ndtlf not,
how should they be presented?
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Yes.

15 Paragraph 3.25 proposes that an entity should idicate the
category to which items of other comprehensive incuoe relate
(except some foreign currency translation adjustmets) (see
paragraphs 3.37-3.41). Would that information be
decision-useful? Why or why not?

We do not see the information of any real value-addr
decision-useful as stated. Aslong as the core aod-core business
activities have been explained clearly under theioas sections in
the financial statement, further disaggregation mther
comprehensive income would incur costs with addaabbenefits.

16 Paragraphs 3.42-3.48 propose that an entity shodi further
disaggregate within each section and category in ghstatement
of comprehensive income its revenues, expenses, gaiand losses
by their function, by their nature, or both if doing so will
enhance the usefulness of the information in preditcng the
entity’s future cash flows. Would this level of disggregation
provide information that is decision-useful to uses in their
capacity as capital providers? Why or why not?

We consider that the reportable segments would settve purpose
and provide would decision-useful information asttee function
and nature of the different business activities. Nigther
disaggregation would be necessary in the interesttonsistency
and integrity.

17 Paragraph 3.55 proposes that an entity should &cate and
present income taxes within the statement of compitensive
income in accordance with existing requirements (se
paragraphs 3.56-3.62). To which sections and categes, if any,
should an entity allocate income taxes in order t@rovide
information that is decision-useful to users? Pleas explain.

We considerincome taxes should not be allocated simould be kept

separate from the core-business activities to keéeimgs simple and
easier to comprehend.

18 Paragraph 3.63 proposes that an entity should mrsent foreign
currency transaction gains and losses, including tth components
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of any net gain or loss arising on re-measurementnito its
functional currency, in the same section and categy as the
assets and liabilities that gave rise to the gainsr losses.

(a) Would this provide decision-useful informationto users in
their capacity as capital providers? Please explaiwhy or why
not and discuss any alternative methods of presemg this
information.

We would suggest not to present foreign currencntsaction gains
and losses including the components of any net gaihoss arising

on re-measurement into its functional currency hnetsame section
and category as the assets and liabilities that gavse to the gains
or losses, unless the gains or losses are materide argue that in

the absence of major movements in the foreign coclies vis-a-vis

the functional currency, the extra work and henaests involved to
reflect the foreign currency transaction gains arslses as described
outweigh the benefits.

(b) What costs should the boards consider relatedot presenting
the components of net foreign currency transactiongains or
losses for presentation in different sections andategories?

The costs related to changes to be made to the antimg system in
order to capture the required data, the cost of paging the
information, related reconciliation and the addinal audit fees
that would be required.

19 Paragraph 3.75 proposes that an entity should wsa direct
method of presenting cash flows in the statement odash flows.

(a) Would a direct method of presenting operating ash flows
provide information that is decision-useful?

We concur that the direct method of presenting cdlahws is more
decision-useful. Users and potential investors wibible able to
understand the cash flow better and hence theirldpito predict
the future cash flow is improved.

(b) Is a direct method more consistent with the prposed
cohesiveness and disaggregation objectives (see pagraphs
3.75-3.80) than an indirect method? Why or why not?

We are more concerned with the decision-usefulnesshe
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information based on direct method, although tecdaliy speaking,
it is not as obvious as the indirect method whiahface of appears
more consistent in terms of format and presentatiodnthe
information and the ease of reconciliation.

(c) Would the information currently provided using an indirect
method to present operating cash flows be providedn the
proposed reconciliation schedule (see paragraphs %19 and 4.45)?
Why or why not?

This would not be necessary if the direct methochdopted.

20 What costs should the boards consider related tasing a
direct method to present operating cash flows (separagraphs
3.81-3.83)? Please distinguish between one-off one-time
implementation costs and ongoing application costsdHow might
those costs be reduced without reducing the beneftof
presenting operating cash receipts and payments?

One time implementation cost — change to the acdcounsystem and
procedures

One-off cost — training to be provided to the staff

On going costs — increased time cost for the acct@unns and
external auditors

21 On the basis of the discussion in paragraphs 3883.95, should
the effects of basket transactions be allocated tthe related
sections and categories in the statement of comprehsive
income and the statement of cash flows to achievehbhesiveness?
If not, in which section or category should those fdects be
presented?

We consider that any allocation of the effects akket transactions
would tend to be arbitrary and does not provide daon-useful
information. We would propose to show a separatemtin “other
comprehensive income” for this purpose.

22 Should an entity that presents assets and liabties in order of
liguidity in its statement of financial position disclose
information about the maturities of its short-term contractual
assets and liabilities in the notes to financial sitements as
proposed in paragraph 4.7? Should all entities presnt this
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information? Why or why not?

We consider that information about maturities ofchushort-term
contractual assets and liabilities is decision-ugkefand should be
provided.

23 Paragraph 4.19 proposes that an entity should pErsent a
schedule in the notes to financial statements thateconciles cash
flows to comprehensive income and disaggregates
comprehensive income into four components:

(a) cash received or paid other than in transactios with owners,
(b) accruals other than remeasurements, (c) remeasaments
that are recurring fair value changes or valuationadjustments,
and (d) remeasurements that are not recurring fairvalue
changes or valuation adjustments.

No. There is no additional benefit for the extrastcancurred.

(a) Would the proposed reconciliation schedule incegase users’
understanding of the amount, timing and uncertaintyof an
entity’s future cash flows? Why or why not? Pleasanclude a
discussion of the costs and benefits of providinght
reconciliation schedule.

No. There is no additional benefit for the extrastcancurred.

(b) Should changes in assets and liabilities be daggregated into
the components described in paragraph 4.19? Pleaseplain
your rationale for any component you would either ald or omit.

No. There is no additional benefit for the extrastcancurred.

(c) Is the guidance provided in paragraphs 4.31, 41 and
4.44-4.46 clear and sufficient to prepare the recariliation
schedule? If not, please explain how the guidancehsuld be
modified.

N/A due to the above response.
24 Should the boards address further disaggregatiomf changes

in fair value in a future project (see paragraphs 442 and 4.43)?
Why or why not?



We consider that here is no additional benefit ftthe extra cost
incurred unless the changes in fair value in futuyreojects are
material.

25 Should the boards consider other alternative reenciliation
formats for disaggregating information in the financial
statements, such as the statement of financial pason
reconciliation and the statement of comprehensivenicome
matrix described in Appendix B, paragraphs B10-B227or
example, should entities that primarily manage asds and
liabilities rather than cash flows (for example, enities in the
financial services industries) be required to usehe statement of
financial position reconciliation format rather than the
proposed format that reconciles cash flows to compzrhensive
income? Why or why not?

No comment.

26 The FASB’s preliminary view is that a memo colum in the
reconciliation schedule could provide a way for maagement to
draw users’ attention to unusual or infrequent evens or
transactions that are often presented as specialeims in earnings
reports (see paragraphs 4.48-4.52). As noted in pagraph 4.53,
the IASB is not supportive of including information in the
reconciliation schedule about unusual or infrequentevents or
transactions.

(a) Would this information be decision-useful to usrs in their
capacity as capital providers? Why or why not?

No this information may not necessarily be decisioseful to users.
Instead, there is a danger of information over-loadan already
guite sophisticated reporting environment.

(b) APB Opinion No. 30Reporting the Results of
Operations—Reporting the Effects of Disposal of &e§ment of a
Business, and Extraordinary, Unusualand InfrequenylOccurring
Events and Transactionsgcontains definitions ofunusual and
infrequent (repeated in paragraph 4.51). Are those definitions
too restrictive? If so, what type of restrictions,if any, should be
placed on information presented in this column?

Same comments as 26(a).
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(c) Should an entity have the option of presentinghe
information in narrative format only?

Same comments as 26(a).

Question specific to the FASB

27 As noted in paragraph 1.18(c), the FASB has notet
considered the application of the proposed presentaon model to
non-public entities. What issues should the FASB ausider about
the application of the proposed presentation modetlo non-public
entities? If you are a user of financial statementdor a
non-public entity, please explain which aspects otthe proposed
presentation model would and would not be beneficilato you in
making decisions in your capacity as a capital proder and why.

We consider that non-profit organizations have rathdifferent

reporting objectives and should not be includedtins exercise.
They should be dealt with separately.
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